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SUBJECT: REPORT OF POSSIBLE SWITCH IN U.S. FORCES YEN CONVERSION 
PROCEDURE 

1 . SUMMARY: LENGTHY JUNE 30 PRESS ARTICLE DISCUSSED POS- 
SIBLE SWITCH IN YEN CONVERSION PROCEDURE FOR MILITARY FORCES 
AND OVERALL POROBLEMS OF JAPAN'S LARGE CURRENT ACCOUNT SURPLUS 
AND MEASURES GOVT IS CONTEMPLATING TO REDUCE IT. END SUMMARY. 

2. JUNE 30 MORNING EDITION OF NIHON KEIZAI HEADLINED REPORT 
THAT GOVT AND BANK OF JAPAN (BOJ) WERE CONDIERING VARIOUS 
MEASRES TO MITIGATE CRITICISM OF JAPAN'S CURRENT ACCOUNT 
SURPLUSES, INCLUDING POSSIBLE SWITCH IN SALES OF YEN TO U.S. 
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FORCES JAPAN FROMGOVT TO PRIVATE SECTOR. CITING REPORTS OF 
JUNE 29 GOVT AND BOJ CONFERENCE TO CONSIDER MEANS TO 
REDUCE THE SURPLUS, THE ARTICLE SAID: "AS A RESULT OF THE 
STUDY TILL THAT NIGHT, THERE CAME TO THE FORE A PLAN TO 
SWITCH THE GOVS 'SALES OF THE YEN' (PURCHASE OF DOLLARS 
AND SALES OF YEN) TO THE U.S. FORCES STATIONED IN JAPAN 
OVER TO PRIVATE CIRCLES, IN ADDITION TO LEAVING THE YEN ON 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


A HIGH LEVEL,’ AND THEREBY TO CURB THE DIRECT INCREASE OF 
FOREIGN CURRENCY RESERVES AND AIM AT THE EFFECTS OF A HIGH 
YEN. FURTHERMORE, THE FOLLOWING POINTS HAVE APPEARED AS 
TASKS FOR STUDY: (1) ADDITIONAL BUSINESS PROPPING-UP 
MEASURES BY MEANS OF COMPILATION OF A LARGE-SIZE SUPPLE- 
MENTARY BUDGET AND FURTHER LOWERING OF THE MONEY RATES, 

(2) IMPORT LIBERATION OF BEEF AND DAIRY PRODUCTS AND 
REQUESTS TO TRADING FIRMS FOR EXPANSION OF IMPORTS OF 
PRODUCTS, AND (3) GUIDANCE TOWARD SELF-IMPOSED EXPORT 
CONTROLS BY INDIVIDUAL INDUSTRIES." 

3. AFTER BRIEFLY DESCRIBING PROBLEM OF CURRENT ACCOUNT 
SURPLUS THAT IS NNOW RECEIVING HEAVY PLAY IN PRESS AND CITING 
CRITICISM OF JAPAN VOICEC AT OECD, ARTICLE GAVE RATHER 
EXAGGERATED COMPARISON OF PRESENT SITUATION WITH STRAINED 
U.S. JAPAN ECONOMIC RELATIONS IN AUG 1971 AND FEB 1973. 

ARTICLE CLAIMED GOVT WAS CONSIDERING STEPS WHICH WOULD LEAD 
TO STRONGER YEN AND DESCRIBED IN SOME DETAIL ROLE WHICH 
MILITARYYENCONVERSION PROCEDURE WOULD PLAY IN SUCH A 
PROCESS. FULL TEXT OF THIS DESCRIPTION GIVEN IN 

FOLLOWING PARA. 

4. BEGIN TEXT. CONCRETELY, THE DOMINANT VIEWS ARE THAT 
THE PRESENT SYSTEM OF "SALES OF THE YEN," UNDER WHICH THE 
U.S. FORCES STATIONED IN JAPAN DIRECTLY PURCHASE THE YEN 
CURRENCY FROM THE JAPANESE GOVT, WITHOUT GOING THROUGH THE 
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MARKET, IN CASE THEY PROCURE MATERIALS IN JAPAN OR PAY WAGES 
TO A JAPANESE EMPLOYEES WILL BE SWITCHED TO PRIVATE CIRCLES 
SO THAT THE U.S. FORCES IN JAPAN WILL PURCHASE THE YEN 
(SELL DOLLARS) FROM FOREIGN EXCHANGE BANKS IN THE FUTURE. 

AT PRESENT, THE SALES OF THE YEN TOTAL AN ANNUAL AMOUNT OF 
ABOUT $600 MIL, AND THE TOTAL AMOUNT OF THE SALES HAS BEEN 
ADDED TO OUR COUNTRY'S FOREIGN CURRENCY RESERVES. IF THIS 
IS SHIFTED TO PRIVATE CIRCLES, THE GOVT CAN THEREBY DODGE 
THE CRITICISM THAT "JAPAN IS ONLY INCREASING ITS FOREIGN 
CURRENCY RESERVES." MOREOVER, AS A RESULT OF AN INCREASE 
IN THE SALES OF DOLLARS (PURCHASE OF YEN), THAT WILL WORK 
AS A FACTOR FOR A HIGH YEN. THE FINANCE MINISTRY WANTS TO 
ENTER INTO NEGOTIATIONS WITH THE U.S. FORCES STATIONED IN 
JAPAN IMMEDIATELY, AFTER CONSULTATIONS WITH THE BANK OF 
JAPAN. END TEXT. 

5. ARTICLE CONCLUDES BY SAYING THAT MEASURES TO INCREASE 
UPWARD PRESSURE ON YEN WERE NOT CONSIDERED BY GOVT LEADERS 
TO BE SUFFICIENT TO CURB FOREIGN CRITICISM OF JAPAN S 
EXTERNAL SURPLUSES, SINCE STRONGER YEN PER SE MIGHT NOT 
REDUCE THE BALANCES. ARTICLE REPORTED OTHER POSSIBLE 

STEPS WERE BEING STUDIED BY THE GOVT, INCLUDING 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 

ABOLITION OF IMPORT RESTRICTIONS ON FARM PRODUCTS, 

SPEEDING NEGOTIATIONS TO LOWER TARIFFS, INCREASED 
DEVELOPMENT ASSISTANCE, SIMPLIFICATION OR REDUCTION OF 
NON-TARIFF BARRIERS AND ESTABLISHMENT OF AN ORDERLY 
EXPORT STRUCTURE. 

MANSFIELD 


UNCLASSIFIED 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: YEN (CURRENCY), CURRENCY CONTROLS 

Control Number: n/a 

Copy: SINGLE 

Sent Date: 30-Jun-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 -Jan-1 960 12:00:00 am 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977TOKYO09832 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D770233-0861 
Format: TEL 
From: TOKYO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t1 977061 /aaaaaaly.tel 

Line Count: 122 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: f4f47f72-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION EA 

Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: n/a 
Previous Handling Restrictions: n/a 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 16-Nov-2004 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 1989657 
Secure: OPEN 
Status: NATIVE 

Subject: REPORT OF POSSIBLE SWITCH IN U.S. FORCES YEN CONVERSION PROCEDURE 
TAGS: MARR, EFIN. ABUD, JA 
To: STATE TRSY 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/f4f47f72-c288-dd11-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



